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EXPOSURE DRAFT 
PROPOSED STATEMENT ON STANDARDS 
FOR ACCOUNTING AND REVIEW SERVICES 
COMPUTER-PREPARED INTERIM 
FINANCIAL STATEMENTS 
JUNE 15, 1982 
Prepared by the AICPA Accounting and Review Services Committee 
for comment from persons interested in accounting and review services 
Comments should be received by September 15, 1982, and addressed to 
John A. Santora, AICPA Accounting and Review Services Committee, File 9355 
AICPA, 1211 Avenue of the Americas, New York, N.Y. 10036-8775 
SUMMARY 
This proposed Statement on Standards for Accounting and Review Services would grant the accountant 
an exemption from the SSARS 1 requirement to comply, as a minimum, with the standards for a compila-
tion engagement when, in specified circumstances, he submits computer-prepared interim financial 
statements to his client or others. The draft would require the use of a legend on each page of the state-
ments, stating that the computer-prepared interim financial statements do not purport to reflect all ap-
propriate adjustments and disclosures required by generally accepted accounting principles (or another 
comprehensive basis of accounting) and that they were not compiled, reviewed, or audited by an inde-
pendent accountant. 
This exposure draft has been sent to 
• practice offices of CPA firms 
• members of AICPA Council and technical committee 
chairmen . 
• state society and chapter presidents, directors, and 
committee chairmen 
• organizations concerned with regulatory, supervisory, or 
other public disclosure of financial activities 
• persons who have requested copies 
American Institute of Certified Public Accountants 
1211 Avenue of the Americas. New York, New York 10036 (212) 575-6200 
June 15,1982 
An exposure draft of a proposed Statement on Standards for Accounting and Review Services, entitled 
Computer-Prepared Interim Financial Statements, accompanies this letter. 
SSARS 1 requires, as a minimum, that an accountant comply with the standards established for a compila-
tion service whenever he submits financial statements to his client or others. The standards that are usu-
ally the most time consuming to apply are those which require the accountant to — 
• Consider whether it will be necessary to perform other accounting services, such as assistance in 
adjusting the books of account or consultation on accounting matters (paragraph 11). 
• Take certain actions when he becomes aware that information supplied by the entity is incorrect, 
incomplete, or otherwise unsatisfactory (paragraph 12). 
• Read the compiled financial statements and consider whether they appear to be appropriate in form and 
free from obvious material error (paragraph 13). 
• Issue a report prepared in accordance with the reporting standards in SSARS 1 (paragraphs 5 and 14) 
and modify his report if (1) in his compilation of the financial statements, the accountant becomes 
aware of a departure from generally accepted accounting principles (GAAP), or another comprehensive 
basis of accounting, that is material to the financial statements and (2) the financial statements are not 
revised (paragraphs 39-41). 
An interpretation of paragraph 40 of SSARS 1 suggests that, when there are significant departures for 
which the financial statements are not revised, the accountant may wish to emphasize the departures in a 
separate paragraph of the compilation report. (See AICPA Professional Standards, AR section 9100.25.) 
Increasingly, accountants who serve nonpublic entities are providing those entities with automated data 
processing services on a monthly or quarterly basis. General ledger programs commonly generate finan-
cial statements (as defined in paragraph 4 of SSARS 1) as by-products. Accounting systems maintained to 
process transactions for those entities are usually simple, and as a result the computer-prepared interim 
financial statements frequently omit some accounting adjustments necessary for conformity with GAAP 
(or another comprehensive basis of accounting), as well as substantially all required disclosures. For 
example, the statements frequently omit adjustments for inventory changes, depreciation, accruals, and 
so on. 
Some accountants assert that management and owners understand the limitations of computer-prepared 
interim financial statements and would be willing to accept them because of their timeliness or because 
they otherwise meet these users' needs. Those accountants also assert that compliance with the perform-
ance and reporting standards for a compilation engagement requires additional time that many clients 
believe is unjustified in the circumstances. They observe that interim financial statements of nonpublic 
entities that have their own accounting staffs frequently have the same limitations and yet provide 
acceptable management information. 
The committee has an ongoing obligation to consider the relationship between the cost imposed by a 
standard and the benefit reasonably expected to be derived from it. In all cases, the financial statements 
are the client's; in the final analysis, the accountant's concern is with whether the degree of his responsi-
bility for those statements is adequately communicated, since users of nonpublic entities' financial state-
ments are ordinarily aware that the entity employs the services of a CPA. 
AICPA 
The proposed SSARS would grant an exemption from the SSARS 1 requirement that, as a minimum, the 
accountant must comply with the standards for a compilation engagement whenever he submits financial 
statements to his client or others. This exemption is restricted to computer-prepared financial statements 
for interim periods that are generated as by-products of automated transaction processing and general 
ledger updating. However, this proposed SSARS would not preclude an accountant from complying with 
SSARS 1 standards with respect to computer-prepared interim financial statements. 
The committee is considering this exemption in the interest of minimizing "standards overload." A major-
ity of the committee believes that it is reasonable to require, as a minimum, compliance with the stand-
ards for a compilation engagement for manually prepared interim financial statements of a nonpublic 
entity, since manual preparation requires a certain direct involvement by the accountant. 
Comments or suggestions on any aspect of the exposure draft will be appreciated. Responses should be 
sent to the AICPA Accounting and Review Services Committee, Pile 9355, in time to be received by Septem-
ber 15,1982. Written comments on the exposure draft will become part of the public record of the AICPA 
Accounting and Review Services Committee and will be available for public inspection at the offices of the 
American Institute of Certified Public Accountants after September 15,1982. 
Sincerely, 
Kenneth J. Dirkes, Chairman 
Accounting and Review Services Committee 
George R. Dick, Director 
Technical Information Division 
PROPOSED STATEMENT ON STANDARDS FOR ACCOUNTING AND REVIEW SERVICES 
COMPUTER-PREPARED INTERIM FINANCIAL STATEMENTS 
1. Nonpubl ic enti t ies may re-
quest an accountant to provide auto-
mated transaction processing and 
general ledger updating. Incidental 
to that accounting service, the ac-
countant also may be requested to 
submit computer-prepared interim 
financial s tatements based on the 
processed information without com-
plying with the standards for a compi-
lation or review engagement. Com-
puter-prepared financial statements 
ordinarily omit substantially all of the 
disclosures requ i red by generally 
accepted accounting principles (or 
a n o t h e r c o m p r e h e n s i v e basis of 
accounting) and might contain depar-
tures from the measurement princi-
ples of that basis. 
2. An accountant may submit 
computer-prepared interim financial 
statements to his client or others 
without complying with the require-
ments of Statement On Standards for 
Accounting and Review Services l,1 
whether the accountant uses his own 
computer or one not under his con-
trol, provided — 
a. The accountant establishes an un-
derstanding with the entity, pref-
erably in writing, regarding the 
1
 This statement amends paragraph 1 of 
SSARS 1 by adding the following introduc-
tory clause to the third sentence: "Except 
as specifically provided in SSARS XX, 
Computer-Prepared Interim Financial State-
ments." This same introductory clause is also 
added to the first sentence of paragraph 7 of 
SSARS 1. 
services to be performed. (An ex-
ample of an engagement letter is 
provided in the appendix.) 
b. The services consist of providing 
the entity with automated data 
processing services on an ongoing 
basis, one of the by-products of 
which is computer-prepared in-
terim financial statements. 
c. The financial statements are for 
interim periods and do not pre-
sent financial information for a full 
fiscal year. (When the computer-
prepared interim financial state-
ments contain information for any 
full fiscal year, compilation stan-
dards, as a minimum, would have 
to be followed for all information 
presented.) 
d. An accountant's report is not is-
sued on the computer-prepared 
interim financial statements, and 
a legend is included on each page 
of those statements that describes 
their nature and limitations by in-
dicating that they do not purport 
to reflect all the adjustments and 
disclosures required by generally 
accepted accounting principles 
(or another comprehensive basis 
of accounting) and that they were 
not compiled, reviewed, or au-
dited by a (certified) public ac-
countant. 2 
2
 Nothing in this statement is intended to per-
mit the preparation of financial statements 
that depart from generally accepted account-
ing principles (or another comprehensive 
basis of accounting) for the purpose of inten-
tionally misleading third-party users of such 
statements. 
e. The accountant's name is not indi-
cated anywhere in the financial 
s ta tements or on the cover of 
those statements. 
3. The following is an example of 
an appropriate legend: 
These interim financial statements 
were computer-prepared along with 
the processing of the company's basic 
accounting data and do not purport to 
reflect all appropriate adjustments and 
disclosures. They were not compiled, 
reviewed, or audited by a (certified) 
public accountant. 
4. Computer -prepared interim 
financial s ta tements may include 
comparat ive pr ior -per iod in te r im 
financial statements that were com-
piled by an accountant, provided that 
no mention is made that the state-
ments were previously compiled. 
EFFECTIVE DATE 
5. This statement will be effec-
tive for computer-prepared interim 
financial statements for periods end-
ing after . 
5 
6 E X P O S U R E D R A F T 
(Appropriate salutation) 
This letter is to confirm our under-
standing of the terms and objectives 
of our engagement and the nature 
and limitations of the services we will 
provide. 
We will perform the following 
services: 
1. We will compile, from information 
you provide, the annual balance 
sheet and related statements of in-
come , r e t a i n e d e a r n i n g s , and 
changes in financial position of 
XYZ Company for the year 19XX. 
We will not audit or review the 
financial statements. Our report 
on the annual financial statements 
of XYZ Company is presently ex-
pected to read as follows: 
We have compiled the accompanying 
balance sheet of XYZ Company as of 
December 31, 19XX, and the related 
statements of income, retained earn-
ings, and changes in financial position 
for the year then ended, in accordance 
with standards established by the 
American Institute of Certified Public 
Accountants. 
A compilation is limited to present-
ing in the form of financial statements 
information that is the representation 
of management. We have not audited 
or reviewed the accompanying finan-
cial statements and, accordingly, do 
not express an opinion or any other 
form of assurance on them. 
APPENDIX 
ILLUSTRATIVE ENGAGEMENT LETTER 
If, for any reason, we are unable 
to complete the compilation of 
your annual financial statements, 
we will not issue a report on the 
s t a t e m e n t s as a r e s u l t of th is 
engagement. 
2. We will also provide you with 
computer-prepared interim finan-
cial statements in conjunction with 
our ongoing automated data pro-
cessing services (discussed in para-
graph 3). These compute r -p re -
pared interim financial statements 
will be submit ted to you based 
solely on your input data. We will 
not compile, review, or audit the 
computer-prepared interim finan-
cial statements and will issue no re-
port on those statements. Further, 
our name should not be used in any 
document or discussion in respect 
to these interim financial state-
ments . The s ta tements will in-
clude the following legend on each 
page: 
These interim financial statements 
were computer-prepared along with 
the processing of the company's basic 
accounting data and do not purport to 
reflect all appropriate adjustments and 
disclosures. They were not compiled, 
reviewed, or audited by a certified 
public accountant. 
3. We will also . . . (discussion of 
other services). 
Our engagement cannot be relied 
upon to disclose errors, irregulari-
ties, or illegal acts, including fraud or 
defalcations, that may exist; however, 
we will inform you of any such mat-
ters that come to our attention. 
Our fees for these services. . . . 
We would be pleased to discuss 
this letter with you at any time. If the 
foregoing is in accordance with your 
understanding, please sign the copy 
of this letter in the space provided 
and return it to us.1 
Sincerely, 
(Signature of accountant) 
Acknowledge: 
XYZ Company 
President 
Date 
1
 Some accountants prefer not to obtain an ac-
knowledgement, in which case their letter 
would omit the sentence beginning "If the 
foregoing . . ." and the spaces for the ac-
knowledgement. The first paragraph of their 
letter might begin as follows: "This letter sets 
forth our understanding of the terms and ob-
jectives of our engagement. . . ." 
